N\
&u Independent Insurance Agents
Choice* | & Brokers of America, Inc.

20 F Street, N.W., Suite 610, Washington, D.C., 20001, (202) 863-7000

January 6, 2017

SUBMITTED VIA www.requlations.qov

Legislative and Regulatory Activities Division Robert deV. Frierson, Secretary

Office of the Comptroller of the Currency Board of Governors of the Federal Reserve
400 7th Street, SW 20" Street and Constitution Avenue

Suite 3E-218- Mail Stop SW-11 Washington, DC 20551

Washington, DC 20219

Robert E. Feldman, Executive Secretary Barry F. Mardock, Deputy Director
Federal Deposit Insurance Corporation Office of Regulatory Policy

550 17" Street, NW Farm Credit Administration
Washington, DC 20429 1501 Farm Credit Drive

McLean, VA 22102-5090

Gerald S. Poliquin, Secretary of the Board
National Credit Union Administration
1775 Duke Street

Alexandria, VA 22314-3428

Re: Loans in Areas Having Special Flood Hazards—Private Flood Insurance
(Docket ID OCC-2016-0005)

To Whom It May Concern:

In response to the Notice of Proposed Rule Making (NPRM) Docket ID OCC-2016-0005 entitled “Loans in
Areas Having Special Flood Hazards—Private Flood Insurance,” the Independent Insurance Agents &
Brokers of America (“llABA”) respectfully submits the following comments. IIABA thanks the Office of the
Comptroller of the Currency, Board of Governors of the Federal Reserve, Federal Deposit Insurance
Corporation, Farm Credit Administration, and National Credit Union Administration (collectively
“Agencies”) for putting forth this rulemaking and considering the opinions of independent insurance
agents in any final rule.

[IABA is the nation’s oldest and largest trade association of independent insurance agents and brokers,
and we represent a nationwide network of approximately a quarter of a million agents, brokers, and
employees. [IABA represents independent insurance agents and brokers that offer customers a choice of
policies from a variety of insurance companies across all lines of insurance—property, casualty, life,
health, employee benefit plans and retirement products.

IIABA members serve as the sales force for the National Flood Insurance Program (NFIP), and also sell
many of the private flood insurance policies currently available. Independent insurance agents and
brokers play an important role in helping consumers make informed decisions about the purchase of flood
insurance to protect their homes and businesses. As such, IIABA supports a reformed NFIP and increasing
private market options for consumers, as appropriate based on the emergence of a more robust private






the policyholder’s insurance agent to specifically review all policies and make discretionary judgments as
to the acceptability of a specific insurance policy. While the proposal helps to clarify the current regulatory
environment, it does not eliminate lender determinations regarding BW12 compliance that are open to
interpretation, and consequently would not alleviate the concerns that were previously expressed when
this rule was first proposed in 2013 and as are noted in the current NPRM. The proposed compliance aid
would still result in variation in what standards insurers and lenders use to determine when a policy must
be accepted.

[IABA believes it would be more appropriate for a compliance aid to provide some type of template or
model language in order to provide a consistent mechanism for evaluating polices. Because a lender is
obligated to accept a policy that satisfies the definition of private flood insurance in BW12, IIABA believes
it is important that the conditions for mandatory acceptance be clear and uniform in order to avoid
uneven implementation of the statue and regulations, which could result in the unintended denial of
private policies that satisfy the BW12 definition.

Furthermore, it is IIABA’s understanding that some private flood policies currently available to insure
residential and commercial properties subject to mandatory purchase requirements expressly include
some type of assurance clause. The policies that IIABA is aware of that include this language use the
relevant SFIP as the default policy, and amend it for additional coverages as appropriate. The clauses
included in these policies either solely state that the policy complies with BW12 and/or state that in no
event would a loss be denied under the private policy that would have been settled under the appropriate
SFIP.? At least one IIABA member indicated that they do not generally suggest private policies to
consumers unless such a clause is explicitly included, particularly given the current market and regulatory
uncertainty regarding the BW12 requirements. IIABA members have also commented that in their
experience lenders are more willing to accept a private policy if it has such a clause.

b. The Agencies should consider selecting the timeframe for determining what version of the SFIP
should be used to evaluate a private policy as the effective date of the policy.

In the NPRM the Agencies asked whether the date the private policy is provided to a lender is an
appropriate timeframe for determining what version of the SFIP a lender should use to evaluate a private
policy. IABA would suggest that the appropriate timeframe would be the date the policy is bound (i.e.
effective date of the policy) not the date the policy is provided to the lender because in some cases the
policy will be in effect prior to the time it is provided to the lender.

If the timeframe is when the policy is provided to the lender and a private flood insurance policy is in
effect prior to this time, it could require that a new policy be obtained in order to simply comply with the
regulation. For example, if an individual seeks to refinance a loan on a home or business, the property
owner may need to cancel an existing private flood insurance policy and obtain a new one in order to
satisfy the regulation, even though the policy met the definition of private flood insurance per the SFIP in
effect at the time of initial purchase. Furthermore, there is no consumer benefit of such a requirement,
and there is no similar requirement today to force the purchase of new property insurance for a home or
business, when adequate coverage is already in place, simply because the policyholder refinanced their
existing mortgage.

3 Examples of the types of policy forms and assurance clauses referenced can be found here:
http://www.privatemarketflood.com/policy-form/







Allowing for cancellation and non-renewal policies that comport with state law, could help avoid
consumer confusion. For example, one way in which private flood insurance can be offered is as an
endorsement on a property owner’s current homeowners’ insurance policy. The cancellation and non-
renewal provisions of this policy may be 30 days, 45 days, or even 60 days and allowing cancellation and
non-renewal provisions of flood insurance policies to mirror that of homeowners’ may be particularly
helpful in these circumstances.

¢. The Agencies may wish to consider compliance aid options for discretionary acceptance.

To the extent that the development of the private flood insurance market has been hindered by lender
hesitancy to make assessments on the acceptability of private flood insurance policies under the current
statutory scheme, it may be helpful and the Agencies may wish to consider developing a compliance aid
option to assist with discretionary acceptance determinations. For example, a model disclosure form or
written coverage comparison that insurance companies could include along with a private flood policy
being considered for discretionary acceptance that highlights in plain language the coverage differences
between the private flood insurance policy and the comparable SFIP.

IV. Conclusion

As noted at the beginning of our comments, IIABA will continue to support legislative efforts to clarify
issues related to the statutory definition of private flood insurance, but appreciates the Agencies efforts
in developing this rule within the parameters of the current statutory structure. IIABA would again like to
thank the Agencies for putting forth this rulemaking and considering the opinions of independent
insurance agents in any final rule. Please do not hesitate to reach out to Jennifer Webb, at
Jennifer.webb@iiaba.net or (202) 863-7000 should you require further information.

Sincerely,
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Charles E. Symington, Jr.
Senior Vice President of External & Government Affairs



